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...MR. PRESIDENT, YOU HAVE INHERITED AN ARRAY OF FISCAL 
CONCERNS. THE BUDGET DEFICIT FOR YOUR FIRST YEAR IN OFFICE IS 
PROJECTED TO BE AT LEAST HALF A TRILLION DOLLARS, THE DEBT 
EXCEEDS $10 TRILLION1 AND ACCRUED LIABILITIES TOTAL MORE THAN 
$50 TRILLION. THE LAST CONGRESS FAILED TO PASS APPROPRIATIONS 
ACTS FOR MOST DEPARTMENTS OF THE FEDERAL GOVERNMENT, YET 
ADDED HUNDREDS OF BILLIONS IN NEW LIABILITIES TO BAIL OUT THE 
FINANCIAL MARKETS AND SUPPORT AILING INDUSTRIES. MEANWHILE, 
THE NATION IS WAGING A WAR ON TERRORISM THAT SO FAR HAS 
COST NEARLY $1 TRILLION, AND ITS TOTAL LONG-TERM COSTS ARE 
REASONABLY LIKELY TO EXCEED $2 TRILLION MORE,2 YET NO PROVISION 
HAS BEEN MADE TO PAY FOR IT. IN FACT, TAXES WERE CUT LEAVING NO 
ALTERNATIVE BUT TO BORROW, AND FOREIGN GOVERNMENTS HAVE 
LENT THE U.S. NEARLY $2 TRILLION SINCE SEPT. 11, 2001.3 MOREOVER, 
ENTITLEMENT SPENDING IS GROWING FASTER THAN OUR ABILITY TO 
MEET THOSE OBLIGATIONS...
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<RX H[SUHVVHG D JRDO WR LQYHVW
PRUH WR VWLPXODWH WKH HFRQRP\
DQG \RX KDYH VDLG \RX ZDQW WR
UHGXFH XQQHFHVVDU\ IHGHUDO VSHQG
LQJ DQG HDVH WKH WD[ EXUGHQ IRU WKH
PLGGOH FODVV ,QGHHG WKLV LV D ÀVFDO
SROLF\FKDOOHQJH
3DUW RI HVWDEOLVKLQJ D VRXQG
ÀVFDO SROLF\ LV WR VHW FOHDU SULRULWLHV
IRUZKDWWKHIHGHUDOJRYHUQPHQWZLOO
DQGZLOOQRWGRLQZKDWSURSRUWLRQV
DQG GHWHUPLQH KRZ EHVW WR SD\ IRU
WKHP$GGUHVVLQJ WKH QDWLRQ·V ÀVFDO
LPEDODQFH PXVW QHFHVVDULO\ ORRN DW
RXWOD\VDQGRQHRIWKHODUJHVWFDWHJR
ULHV RI IHGHUDO VSHQGLQJ LV QDWLRQDO






FDQ EHPDGH 7KLV DUWLFOH DGGUHVVHV
WZRFULWLFDO LVVXHVUHODWHGWREXGJHW
LQJIRUQDWLRQDOVHFXULW\WKHGLIÀFXOW\
RI UHGXFLQJ VXFK VSHQGLQJ LQ WKH




,Q RXU QDWLRQ WKHUHZLOO QHYHU EH
D FRQVHQVXV RQ WKH ULJKW DPRXQW WR
VSHQG IRU GHIHQVH 7KH DPRXQW FDQ
EHGHÀQHGUHODWLYH WR WKHVL]HRI WKH
IHGHUDO EXGJHW DQG WKH HFRQRP\
DQGE\DOPRVWDQ\KLVWRULFDOUHODWLYH
PHDVXUH RQH VKRXOG H[SHFW GHIHQVH
VSHQGLQJWRGHFOLQHRYHUWKHQH[WIHZ
\HDUV 8QWLO WKH LQFUHDVHG IXQGLQJ
IRUWKHJOREDOZDURQWHUURUGHIHQVH
EXGJHWV KDG EHHQ GHFOLQLQJ DV D
SHUFHQWRI*'3DQGDVDVKDUHRIWKH
HQWLUHIHGHUDOEXGJHW7KLVLVUHÁHFWHG
LQ)LJXUH  DORQJZLWK WKH WUHQG LQ
LQÁDWLRQDGMXVWHG GHIHQVH VSHQGLQJ
WKDW DOVR VXJJHVWV DGRZQWXUQ VLQFH
WKH QDWLRQ LV DW WKH WRS RI D FRQVLV
WHQWO\ UHSHDWLQJ F\FOH 3URMHFWLQJ
KLVWRULFDOWUHQGVLQGHIHQVHVSHQGLQJ
LV QRW D SHUIHFW SUHGLFWRU EXW WKHVH
WUHQGV GR VXJJHVW GRZQZDUG SUHV
VXUHRQWKHGHIHQVHEXGJHW
,QVWHDG FRQVLGHU WKH IDFWRUV WKDW
DIIHFW WKH OHYHO RI GHIHQVH VSHQG
LQJ 6RPH IDFWRUV H[WHUQDO WR WKH
'HSDUWPHQW RI 'HIHQVH 'R' SXW
GRZQZDUG SUHVVXUH RQ WKH GHIHQVH
EXGJHW 7KH EXGJHW GHÀFLW SUHVVXU
L]HV WKH HQWLUH EXGJHW DQG VRPH
EHOLHYH HQFRXUDJHV OLPLWDWLRQV RQ
RYHUDOO VSHQGLQJ 'HIHQVH EXGJHWV
WHQGWRPRYHLQLQYHUVHUHODWLRQVKLSWR
GHÀFLWV DV VKRZQ LQ )LJXUH 
VXJJHVWLQJSUHVVXUHWRFXWVSHQGLQJ
0RUHRYHUHQWLWOHPHQWSURJUDPVOLNH
6RFLDO 6HFXULW\ 0HGLFDUH DQG GHEW
LQWHUHVW SODFH LQFUHDVLQJ VWUHVV RQ
WKHGLVFUHWLRQDU\SRUWLRQRIWKHEXG
JHW6XFKPDQGDWRU\VSHQGLQJJUHZ
IURP  SHUFHQW WR  SHUFHQW RI
IHGHUDO RXWOD\V RYHU WKH SDVW 
\HDUVZKLOH'R'RXWOD\VIHOOIURP
SHUFHQW WR SHUFHQW RYHU WKH VDPH
SHULRG 3UHVVXUHV IURP QRQGHIHQVH
GLVFUHWLRQDU\ SURJUDPV³HFRQRPLF
HQHUJ\HGXFDWLRQDQGHQYLURQPHQWDO
SROLF\ DUHDV IHDWXUHG SURPLQHQWO\
LQ WKH SUHVLGHQWLDO FDPSDLJQ³
VXJJHVW IXUWKHU FRQVWUDLQWV RQ
GHIHQVH VSHQGLQJ 'HIHQVH EXGJHWV
DOVRPRYHLQUHVSRQVHWRSXEOLFRSLQ
LRQ DQG UHFHQW SROOV VXJJHVW SXEOLF
SUHVVXUH WR GHFUHDVH'R'·V VKDUH RI
WKHEXGJHWSLH
7RWDO GHIHQVH VSHQGLQJ QRUPDOO\
GHFOLQHV DV PDMRU PLOLWDU\ HQJDJH
PHQWVZLQGGRZQ$VRSHUDWLRQV LQ
,UDTEHJLQ WRGUDZGRZQ WKHUHZLOO





















FIGURE 2.  DEFENSE OUTLAYS vs BUDGET DEFICIT (SURPLUS), 1979–2009






























FIGURE 1.  DEFENSE SPENDING 1940–2010












IN OUR NATION THERE WILL NEVER BE A CONSENSUS ON THE RIGHT 
AMOUNT TO SPEND FOR DEFENSE. 
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8SZDUG SUHVVXUHV DIIHFW WKH
GHIHQVH EXGJHW WRR 7KH ÀUVW RI
FRXUVH LV WKDW WKHZDU RQ WHUURULVP
FRQWLQXHVHOVHZKHUHDQGLW LVFRVWO\
$VVXPSWLRQVPDGHDERXWWKHQDWXUH
GXUDWLRQ DQG FRVW RI WKLV ZDU ZLOO
DIIHFW WKH H[WHQW WRZKLFK DQ\ÀVFDO
GLYLGHQGLVUHDOL]HGIURPWKHHYHQWX
DOO\ UHGXFHG RSHUDWLRQV LQ ,UDT DQG




8SZDUG SUHVVXUH FRPHV IURP




7KH VKRUWWHUP FRVWV RI EULQJLQJ




VKUXQN DQG IXUWKHU UHGXFWLRQVPD\
LPSDFWJOREDOPLVVLRQV7KHFRVWVRI
DGGLWLRQDO SHUVRQQHO IRU WKH $UP\
DQG0DULQH&RUSVDOUHDG\DSSURYHG
E\ &RQJUHVV DQG VXSSRUWHG GXULQJ
\RXU SUHVLGHQWLDO FDPSDLJQ HTXDWH
WR WHQV RI ELOOLRQV PRUH SHU \HDU
,QFUHDVLQJ FRVWV IRU KHDOWK FDUH WKH
ULVLQJ FRVWV RI LQFUHDVLQJO\ FRPSOH[
DFTXLVLWLRQ SURJUDPV DQG KLJKHU
RSHUDWLQJH[SHQVHVIRUIXHODQGRWKHU
FRQVXPDEOHVFRPSRXQGWKHLVVXH
5HJDUGLQJ WKHSXUVXLW RI WKH ULJKW
DPRXQW IRU GHIHQVH WZR H[SHUWV
FRQFOXGHG´7KHUHDUHIHZPLOHVWRQHV
WR LQGLFDWH ZKDW LV VXIÀFLHQW VSHQG
LQJ IRU GHIHQVHµ 'HIHQVH EXGJHWV
DUH QRW VROHO\ WKH UHVXOW RI UDWLRQDO
HFRQRPLF RU V\VWHPV DQDO\VLV RI WKH
QDWXUH DGYRFDWHG E\ DGKHUHQWV WR
SODQQLQJSURJUDPPLQJEXGJHWLQJ
'HIHQVH VSHQGLQJ LV FOHDUO\ FRQGL
WLRQHGE\H[WHUQDOLWLHV,WLVDFRPSOH[
FRPELQDWLRQRISROLF\GHFLVLRQVDERXW
WKH QDWXUH RI WKH PLOLWDU\ WKUHDW WR
WKH 8QLWHG 6WDWHV WKH VL]H DQG PL[
RI FDSDELOLWLHV UHTXLUHG WR UHVSRQG
WR WKRVH WKUHDWV WKH GHVLUHG XVH RI
GHIHQVH VSHQGLQJ DV DQ HOHPHQW RI
IRUHLJQ SROLF\ DQG HYHQ WKH HIIHFWV
RI GHIHQVH VSHQGLQJ RQ WKH GRPHV
WLF HFRQRP\ ,W LV ERWK D UHVSRQVH
WR ZRUOG FRQGLWLRQV DQG DQ LQVWUX
PHQWWRDIIHFWWKRVHFRQGLWLRQV7KXV
WKHUH LV QR SUHVFULEHG FHLOLQJ RU
ÁRRU WR GHIHQVH VSHQGLQJ ,Q D GDQ
JHURXV ZRUOG WKH SRWHQWLDO GHIHQVH
EXGJHWFRXOGDSSURDFKLQÀQLW\
:H UHFRPPHQG WKDW \RXU
DGPLQLVWUDWLRQ UHVLVW WKH WHPSWDWLRQ
DGYRFDWHGE\VRPHWRWDNHVLPSOLVWLF
RU IRUPXODLF DSSURDFKHV WR UHVRXUF
LQJ QDWLRQDO GHIHQVH 6RPH KDYH
UHFHQWO\ DUJXHG WKDW D PLQLPXP
GHIHQVH EXGJHW VKRXOG EH VHW DW D
SHUFHQWDJHRI*'3WRUHGXFHSROLWLFDO
YDULDELOLW\ DQG DVVXUH VWDEOH IXQG
LQJ OHYHOV %XW WKH UHTXLUHPHQWV RI
GHIHQVHDUHQRWQHFHVVDULO\FRUUHODWHG
WR WKHVL]HRUKHDOWKRI WKHHFRQRP\
VR WKLV DSSURDFK ZKLOH DSSHDOLQJ
IRU LWV SUHGLFWDELOLW\ ODFNV D FHUWDLQ




EX\ WKH RQH ZH QHHG 6LPLODUO\
GHFLVLRQV DERXW GHIHQVH VSHQGLQJ
VKRXOG QRW EH PDGH SULPDULO\ LQ
UHODWLRQ WR IXQGLQJ IRU QRQGHIHQVH
GLVFUHWLRQDU\SURJUDPV6XFKSROLF\
WUDGHRIIV DUH FRQFHSWXDOO\ FRP
IRUWDEOH EXW IDLO WR UHFRJQL]H WKDW
GHIHQVH VSHQGLQJ LV FRQGLWLRQHG
E\ H[WHUQDOLWLHV QRW E\ LWV UHODWLYH
SROLF\DSSHDOYHUVXVRWKHUSURJUDPV
2WKHUDSSURDFKHVWREXGJHWLQJVXFK
DV LQFUHPHQWDOLVP DQG ]HUREDVHG
DSSURDFKHV PD\ PDNH FXWV VLPSOHU
WR LPSOHPHQW EXW WKH\ WRR ODFN D




:H KDYH DUJXHG WKDW WKHUH LV QR
VWUDLJKWIRUZDUGZD\ WRPHDVXUH WKH
ULJKW VL]H RI WKH GHIHQVH EXGJHW VR
ZH UHFRPPHQG WKH DGPLQLVWUDWLRQ
GHYRWHLWVDWWHQWLRQWRLPSURYLQJWKH
SURFHVVHV DVVRFLDWHG ZLWK GHYHORS
LQJ LW 7KUHH DUHDV DUH SDUWLFXODUO\
LPSRUWDQW UHVSRQVLEO\ HQG WKH XVH
RI VXSSOHPHQWDO DSSURSULDWLRQV XVH
PDQDJHPHQW UHIRUP SURJUDPV WR




(QG WKH XVH RI VXSSOHPHQWDO
DSSURSULDWLRQV 7KH JOREDO ZDU RQ
WHUURU KDV EHHQ IXQGHG WKRXJK
PHFKDQLVPV RWKHU WKDQ WKH DQQXDO
GHIHQVH EXGJHW SULPDULO\ WKURXJK
VXSSOHPHQWDO DSSURSULDWLRQV 7KH
UHFHQW KLVWRU\ RI VXSSOHPHQWDO
DSSURSULDWLRQVLVGHSLFWHGLQ)LJXUH
$WÀUVWVXSSOHPHQWDODSSURSULDWLRQV
ZHUH GHYHORSHG XVLQJ DQ H[SHGLWHG
SURFHVVZLWKLQWKH'R'DQGDGRSWHG
E\ &RQJUHVV ZLWKRXW FRPPLWWHH
KHDULQJV RU PXFK GHEDWH RQ WKH
GHWDLOV $IWHU VL[ \HDUV FRQJUHVVLR
QDO UHYLHZ LV PRUH GHPDQGLQJ DQG
&RQJUHVV LV UHOXFWDQW WR SHUSHWXDWH
WKH SUDFWLFH 0HDQZKLOH WKH 'R'
EHFDPHPRUH GHSHQGHQW RQ VXSSOH
PHQWDO DSSURSULDWLRQV 'LVWLQFWLRQV
 $BILLIONS
FY 2001 Emergency Supplemental and FY 2002 Appropriation  16.5
FY 2002 Emergency Supplemental  13.3
FY 2003 Consolidated Appropriations  10.0
FY 2003 Emergency Supplemental  62.6
FY 2004 Appropriation (FY2003 Rescissions) -3.5
FY 2004 Emergency Supplemental   64.9
FY 2005 Appropriation 4.9
FY 2005 Supplemental Appropriation 75.7
FY 2006 Continuing Resolution  45.3
FY 2006 Appropriation “Bridge”  48.5
FY 2006 Supplemental Appropriation  66.0
FY 2007 Appropriation “Bridge” 70.0
FY 2007 Supplemental Appropriation 99.5
FY 2008 Appropriation “Bridge” 86.8
FY 2008 Supplemental Appropriation 100.2
FY 2009 Appropriation “Bridge” 66.0
FIGURE 3:  GLOBAL WAR ON TERROR SUPPLEMENTAL APPROPRIATIONS11
Source: Congressional Research Service; DoD
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EHWZHHQ ZKDW VKRXOG EH IXQGHG LQ
WKHEDVHEXGJHWDQGZKDWVKRXOGEH
IXQGHG E\ VXSSOHPHQWDO DSSURSULD
WLRQVKDYHEOXUUHG7KHSURORQJHGXVH
RI VXSSOHPHQWDO DSSURSULDWLRQV IRU
RQJRLQJ RSHUDWLRQV UDLVHV FRQFHUQV
DERXWWKHHIÀFDF\RIWKHEDVHEXGJHW
LQJSURFHVVLQVLGHWKH'R'















DQG WKH UHVXOWLQJ FKDQJHV UHTXLUHG
IRUWKHIXWXUH\HDUVGHIHQVHSURJUDP
)<'3 8QGHU DOPRVW DQ\ VFHQDULR
U´HQRUPLQJµWKHGHIHQVHEDVHEXGJHW
ZLOO FUHDWH WKH DSSHDUDQFH RI KLJKHU
GHIHQVH VSHQGLQJZKLOH LWPD\ZHOO
UHVXOWLQDFWXDOVSHQGLQJGHFUHDVHV
7KH :KLWH +RXVH DQG &RQJUHVV
ZLOO QHHG WR DFFHSW WKH ORVV RI WKH
VKRUWWHUP EHQHÀWV RI VXSSOHPHQWDO
DSSURSULDWLRQV VXFK DV DFFHOHUDWLQJ
WKHDXWKRUL]DWLRQDQGDSSURSULDWLRQV
SURFHVV DQGPDVNLQJ WKH IXOO H[WHQW
RI EXGJHW GHÀFLWV DQG WKH FRVW RI
ZDU7KRVHEHQHÀWVGRQRWRXWZHLJK
WKH ORQJWHUP FRVWV REIXVFDWLQJ WKH
IXOO H[WHQW RI GHIHQVH VSHQGLQJ E\
LVRODWLQJ D SRUWLRQ RI LW DQG WKH
DEVHQFH RI D FRPSUHKHQVLYH GLVFXV
VLRQ RI IHGHUDO ÀVFDO SROLF\ 7KXV
ZH DOVR UHFRPPHQG \RX HVWDEOLVK D
ÀVFDOSROLF\WKDWLQFOXGHVWKHIXOOFRVW
RIWKHZDURQWHUURULVP
0DQDJHPHQW 5HIRUP ,Q WLPHV
RI ÀVFDO VWUHVV WKH 'R' KDV RIWHQ
VRXJKW WR FORVH EXGJHW JDSV E\
HIÀFLHQF\VHHNLQJ PDQDJHPHQW
UHIRUPV 7KH SULRU DGPLQLVWUD
WLRQ KDG D SDUWLFXODUO\ DFWLYH
PDQDJHPHQWDJHQGDUHFDVWLQJPDQ
DJHPHQWJRYHUQDQFHLQWKHGHSDUWPHQW
VHWWLQJ XS EXVLQHVV WUDQVIRUPDWLRQ
SURFHVVHV DQG HPSOR\LQJ WRROV OLNH
/HDQ6L[6LJPDDQG7KHRU\RI&RQ
VWUDLQWVWRVHHNFRQWLQXRXVLPSURYH





DQG EXVLQHVV WUDQVIRUPDWLRQ RIÀFHV
LQWKHVHUYLFHFRPSRQHQWV




DQG PXVW EHFRPH D EHWWHU VWHZDUG
7KH DGPLQLVWUDWLRQ VKRXOG VHOHFW
D QXPEHU RI WKRVH DUHDV DQG PDNH




WKH RSHUDWLQJ IRUFHV WKURXJK PRUH
HIIHFWLYH DQG HIÀFLHQWSURFHVVHV DQG
D PRUH HIÀFLHQW GHSDUWPHQW VKRXOG
FRVW OHVV 6XFK UHIRUPV FDQ KHOS WR
UHOLHYHH[HFXWLRQ\HDUEXGJHW VWUHVV
EXW JRRGPDQDJHPHQW DORQH FDQQRW
FORVH EXGJHW JDSV RI WKHPDJQLWXGH
WKDWWKH'R'PD\IDFH7KHDGPLQLV
WUDWLRQVKRXOGQRWDFFHSWFODLPVWKDW
HIÀFLHQF\VHHNLQJ UHIRUPV ZLOO VDYH
VLJQLÀFDQWVXPV0DQDJHPHQWUHIRUP
VKRXOG EH HQFRXUDJHG DV SDUW RI DQ
DJHQGDRIVWHZDUGVKLSWUDQVSDUHQF\
DQG DFFRXQWDELOLW\ EXW QRW SDUW RI
DQ DJHQGD WR UHVROYH EXGJHW VKRUW
IDOOV,IVLJQLÀFDQWEXGJHWUHGXFWLRQV
DUH FRQWHPSODWHG PDMRU FKDQJHV LQ
WKH RSHUDWLRQDO VLGH RI GHIHQVH ZLOO
EHUHTXLUHG
1DWLRQDO'HIHQVHYHUVXV1DWLRQDO
6HFXULW\ ,Q EXGJHWDU\ WHUPV ZH
WE RECOMMEND YOU ESTABLISH A FISCAL POLICY THAT INCLUDES 
THE FULL COST OF THE WAR ON TERRORISM.
WHQG WR WKLQN RI 20%·V  EXGJHW
IXQFWLRQ DV QDWLRQDO GHIHQVH DQG
DOO WKH UHVW RI WKH JRYHUQPHQW DV
VRPHWKLQJHOVH7KHEXGJHWFRGH
LVSULPDULO\WKHEXGJHWRIWKH'HSDUW
PHQW RI 'HIHQVH SOXV WKH QXFOHDU
GHIHQVH RSHUDWLRQV RI WKH 'HSDUW
PHQW RI(QHUJ\%XWQDWLRQDO VHFXULW\
VXJJHVWVDEURDGHUGHÀQLWLRQDQGPD\




















0U 3UHVLGHQW \RXU LPPHGL
DWH SROLF\ DJHQGD ZLOO IRUFH \RXU
DGPLQLVWUDWLRQWRORRNWRWKHGHIHQVH
EXGJHW DV D VRXUFH RI IXQGV IRU
HFRQRPLFVWLPXOXVDQGKLJKSULRULW\
GRPHVWLF GLVFUHWLRQDU\ SURJUDPV
$W WKH VDPH WLPH LI \RX SXUVXH D
GUDZGRZQ LQ HQJDJHPHQWV LQ ,UDT
WKHUH PD\ EH DQ H[SHFWDWLRQ RI DQ
LPPHGLDWH ÀVFDO GLYLGHQG +LVWRUL
FDO WUHQGV DORQH VXJJHVW GRZQZDUG
H[SHFWDWLRQV DERXW WKH GHIHQVH
EXGJHW%XWUHGXFLQJGHIHQVHVSHQG
LQJZLOOQRWEHWKDWHDV\&RXQWHUDFW
LQJ XSZDUG SUHVVXUHV RQ GHIHQVH
VSHQGLQJFRPHIURPWKHULVLQJFRVWV
RIGHIHQVHSHUVRQQHODQGRSHUDWLRQV





LQJ WR WXUQ WRPDQDJHPHQW UHIRUPV






<RX KDYH RQO\ D VKRUW WLPH WR
EHJLQWRFKDQJHWKHGHIHQVHEXGJHW
7KHÀVFDO\HDUEXGJHWLVGXHWR
&RQJUHVV LQ )HEUXDU\ ,Q WKDW \RX
ZLOOEHDEOHWRVHWDJHQHUDOGHIHQVH
SROLF\ GLUHFWLRQ EXW RSSRUWXQLWLHV
IRU UHGXFLQJ GHIHQVH VSHQGLQJ DUH
VHYHUHO\ OLPLWHG 2YHU WKH FRXUVH
RI \RXU WHUP KRZHYHU FKDQJHV
LQ GHIHQVH VSHQGLQJ FDQ EHVW EH
DSSURDFKHG E\ LPSURYLQJ WKH SUR
FHVVHV IRU IRUPXODWLQJ WKH GHIHQVH
EXGJHW LQFOXGLQJ LW DV SDUW RI \RXU
EURDGHU ÀVFDO SROLF\ DJHQGD DQG
E\ FRQVLGHULQJ WKH WRWDOLW\ RI WKH
UHVRXUFHV WKDW DVVXUHQDWLRQDO VHFX




★ Do not expect to easily cut the 
defense budget. 
★ Resist simplistic and formulaic 
approaches to defense budgeting.
★ End the use of supplemental 
appropriations. 
★ Establish a fiscal policy that includes 
the cost of the war on terrorism.
★ Focus DoD management reform 
on high-risk areas. 
★ Do not expect management reform 
to close the budget gap. 
★ Budget for national security 



















FIGURE 3.  COMPONENTS OF FEDERAL SPENDING
Source: GAO, 2007
   Defense
   Social Security
   Medicare & Medicaid
   Net Interest
   All other spending
HISTORICAL TRENDS ALONE SUGGEST DOWNWARD EXPECTATIONS 
ABOUT THE DEFENSE BUDGET.
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